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Belgian Government Program and the Budget for 1961 


The Belgian Government has submitted to Parliament 
a bill, known as the “loi unique,” which covers measures 
for economic expansion, social progress, and financial 
stablization and also the budget for the fiscal year 1961 
(April 1, 1961-March 31, 1962). The measures pro- 
posed implement the program, outlined in Septem- 
ber 1960, to overcome the economic and social 
repercussions on the Belgian economy of developments 
in the Congo. The Government has requested Parlia- 
ment to give high priority to the “loi unique” so as to 
secure a vote on the proposals before the end of the year. 

The difficulties which have beset the Treasury for 
some time stem mainly from the fact that the extra- 
ordinary budget has included, in addition to certain 
investment expenditures, a number of “consumption 
expenditures,” such as financial assistance to the Congo 
and Ruanda-Urundi, expenditures for Belgian troops 
stationed in Germany, the deficit of the social security 
system, and expenditures for housing construction and 
compensation for war damages. The result has been 
an excessive recourse to the capital market and a sharp 
increase in the public debt; between the end of 1956 
and September 1960, the public debt rose from 
BF 318 billion (US$6.4 billion) to BF 389 billion 
(US$7.8 billion). In its 1961 budget proposals, the 
Government announces that henceforth all consumption 
expenditure items will be included in the ordinary 
budget; such items transferred to the 1961 ordinary 
budget total some BF 10 billion. 


Despite these transfers, the ordinary budget is bal- 
anced at BF 122.9 billion, owing to the introduction of 
BF 6.6 billion of new taxes and to budget economies 
of some BF 10 billion. The main items of ordinary 
expenditure that are less than in the 1960 budget are 
defense and subsidies to the railways and coal mines. 
In addition, the rate of increase in expenditure for edu- 
cation and social security has been reduced, and subsi- 
dies to the municipalities are to be lower. Municipalities 
will be allowed to increase certain income taxes and to 
impose a surcharge of 10 per cent on the motor vehicle 
tax. Defense, social security, education, pensions, and 
the servicing of the public debt together account for 
about two thirds of total ordinary expenditure in the 
new budget. In an effort to alleviate the heavy burden 
of pension payments on the budget, the “loi unique” 
proposes an increase, to 65 years, in the retirement age 


for certain groups of beneficiaries. Also, certain contri- 
butions to pension funds will be increased. 

The most important of the tax changes proposed is 
an increase from 5 per cent to 6 per cent in the sales tax; 
this is expected to yield some BF 5.7 billion. The turn- 
over tax on industrial fuels, on the other hand, will be 
lowered. The rate of tax on company dividends and 
undistributed profits is to be raised by 5 per cent, and 
the rate on estate duties by 10 per cent. The Govern- 
ment stresses that the receipts resulting from the tax 
changes will offset exactly the increase in expenditure 
and the reduction of income owing to the events in the 
Congo. The further improvement in economic activity 
and the consequent increase in taxable incomes are 
expected to raise the total yield from taxes in 1961 to 
BF 114.6 billion, compared with a revised estimate of 
BF 103.5 billion for 1960. Other ordinary budget 
income for 1961 is estimated at BF 8.3 billion. 


The 1961 extraordinary budget of BF 12.7 billion 
will be devoted entirely to investment and will be cov- 
ered by loans. The total expenditure of BF 135 billion 
is BF 10 billion less than the revised estimate for 1960. 
The Minister of Finance has stated that the budget 
changes will not lead to a sizable decrease in investment 
by the Government. The Government is of the opinion 
that, as public borrowing decreases in 1961, funds will 
be available on the capital market to meet the require- 
ments of the private sector, which are expected to 
increase further. 

The economic development program, which covers 
five years, aims at a net increase in the gross national 
product of at least 4 per cent a year, the creation of 
20,000 new jobs a year, and the structural reorientation 
of the Belgian economy toward recently established and 
expanding industries. The legislation of July 17-18, 1959, 
which promotes investment in fixed assets in newer 
sectors of industry and in underindustrialized or indus- 
trially declining areas (see this News Survey, Vol. XII, 
p. 60), will be strengthened and applied more widely. 
A national, and also several regional, investment com- 
panies will be set up, and a 15-year public works pro- 
gram will be developed. Increased public funds will be 
made available in an effort to increase exports. The Gov- 
ernment’s employment policy will be coordinated and 
executed through a national employment agency, which 
will also be responsible for the vocational training of 
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employees and the readaptation of unemployed and 
handicapped persons. Unemployment benefits paid out 
will henceforth vary according to the type of unem- 
ployed worker, his family responsibilities, and the period 
of unemployment. 

The “loi unique” also proposes a thorough reorgani- 
zation of the finances of municipalities. Henceforth, the 
municipalities will have to reduce their ordinary outlays 
for personnel, and the central government will take 
over certain expenditures which previously were borne 
by the municipalities. While the latter will be empowered 


to obtain revenue by imposing certain new taxes, the 

central government's subsidies to the municipalities will 

be reduced. 

Sources: Belgische Parlementaire Handelingen, Kamer 
der Volksvertegenwoordigers, Begroting van 
ontvangsten en uitgaven voor het dienstjaar 
1961 (zitting 1960-61), November 3, 1960, 
and Wetsontwerp voor economische expansie, 
sociale vooruitgang en financieel herstel (zit- 
ting 1959-60), November 4, 1960, Brussels, 
Belgium; La Libre Belgique, Brussels, Bel- 
gium, November 7, 8, 9, and 10, 1960. 





Study of Cocoa Price Stabilization 


The Cocoa Study Group of the Food and Agriculture 
Organization has estimated that world consumption of 
cocoa in 1960 will be about 892,000 tons, leaving an 
apparent surplus of roughly 100,000 tons from world 
production of cocoa in the crop year 1959-60, when a 
record of just a little more than 1 million tons was 
reached. The Group’s forecast for the 1960-61 season 
is that world production will fall by 5 per cent, to 
about 960,000 tons, owing mainly to bad weather in 
Brazil, and that world consumption will rise by only 
3 per cent, to 916,000 tons, in 1961. 


At the recent meeting of the Group in Rome, repie- 
sentatives of Brazil and Nigeria, the second and third 
largest producers, again expressed their interest in an 
international price stabilization scheme for cocoa. It is 
understood that Ghana, the largest producing country, 
has not yet made up its mind about the desirability of a 
scheme. Most of the main consuming countries remained 
unenthusiastic, but they agreed that a working party 
should study available information on the technical 
aspects of stabilization and that, in the light of members’ 
comments on general as well as technical aspects, it 
should submit an outline of a scheme. 

Nigeria apparently was the chief advocate of a 
stabilization scheme, partly because the idea itself 
appeals and partly because it would hope thereby to 
raise market prices to a point that would give its market- 
ing board a reasonable surplus after paying export duty 
and the guaranteed price of 160s. a hundredweight to 
the farmer. Ghana, too, would certainly like a price 
somewhat higher than the current one of about 215s. a 
hundredweight, though its marketing board still has a 
sizable surplus because it pays the farmer only 112s. 
Source: The Economist, London, England, Novem- 
ber 12, 1960. 


Wool Prices 


Prices for raw wool have recovered a ljttle in the 
past month from a sharp fall at the beginning of the 
selling season in August, but are still only 14 per cent 


above the trough reached in the 1957-58 recession. 
Merino wools, which suffered more than the crossbred 
varieties, have gained about 2d. a pound since August, 
and the average price of 64’s merino wool sold in the 
Commonwealth auctions about the middle of November 
was 83d. a pound, c.i.f. United Kingdom, which is still 
almost 20 per cent below the peak of the 1959-60 sea- 
son. The earlier decline was attributed to a widespread 
belief that Japan would buy less wool in the current 
season and to the surplus stocks of merino tops in 
Britain. Japanese buyers, however, have strongly sup- 
ported the Australian auctions, despite signs of over- 
production in the Japanese wool textile industry. A 
period of stable prices has given buyers more confidence, 
and more competition at the auctions has brought a firm 
market. Business in Bradford, England, helped by new 
purchases of tops by Mainland China, has picked up, 
and stocks of tops appear to have been decreasing, if 
allowance is made for seasonal factors. Although British 
consumption of raw wool is still reasonably high, few 
spinners and topmakers appeai to be short of supplies, 
and topmakers seem likely to remain cautious buyers. 
Australia’s wool check in the four months July-October 
was £A 82 million, which was £A 19 million less than 
in the same period in 1959. 

Source: The Economist, London, England, Novem- 
ber 19, 1960. 


Europe 


U.K. View on EFTA 


The Chancellor of the U.K. Exchequer, Mr. Selwyn 
Lloyd, when opening the recent Political and Economic 
Conference of the countries in the European Free Trade 
Association (EFTA), said that he disagreed with those 
who maintain that EFTA has no political value or 
significance. The formation of EFTA was significant, he 
said, because it helped to preserve economic cohesion in 
Europe, and hence to secure European unity. It is open 
to other countries with similar ideas. One of its objectives 
is to make suitable arrangements with the European 
Economic Community (EEC) for a wider association. 
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If that should prove possible, it would be a further step 
in the direction of “the fundamental unity of Western 
Europe.” Mr. Lloyd added, “So, let no one discourage 
our Association on the grounds that it has no political 
value. Like the EEC it contributes, and will contribute 
increasingly, to the strength, solidarity, and effectiveness 
of Western Europe. As such it should command the 
good will and support of our friends throughout the 
world. Apart from its political value, EFTA stands on 
its own feet as a liberal and outward looking Association 
which will bring benefits not only to its own members 
but also to countries outside as well. The EFTA is a 
strong economic group in its own right. Each of us now 
has the prospect of selling our goods, already with lower 
tariff barriers and ultimately with none, in a market 
of 90 million people.” The Chancellor pointed out that 
total imports of the members of EFTA exceed £7 bil- 
lion, and that the Association includes countries with 
some of the highest living standards in the world and 
with a collective national product of more than £35 bil- 
lion. On the general problem of the division between 
EFTA and the EEC, the Chancellor said that “it remains 
our firm purpose to continue to work for a solution.” 
He recalled that on a previous occasion, when he had 
set out where the British Government stood, he had 
triec! to state the considerations: Britain’s special rela- 
tions with the Commonwealth; the fact that Britain is a 
member of EFTA and intends to be loyal to it; the 
system of support for British agriculture, which is dif- 
ferent from the systems adopted by other European 
countries; and the constitutional and institutional prob- 
lems. He said that the British Government knows full 
well that there are problems for other EFTA members, 
particularly in the concept of a common tariff, but in 
his view none of these problems presents an insuperable 
difficulty. There must be an endeavor to create in West- 
ern Europe the political will to “drive through” a 
settlement of the general trade problems. A further move 
should be to achieve a reduction in tariffs, because every 
reduction of that kind facilitates the task of achieving 
a settlement of the general problems. 


Source: The Financial Times, London, England, No- 
vember 8, 1960. 


U.K. Trade 


Provisional! figures of the Board of Trade show that 
the U.K. trade deficit widened further in October. Ex- 
ports were valued at £257 million, imports at £379 mil- 
lion, and re-exports at £12 million. The trade deficit 
was £110 million, compared with a monthly average 
of £62 million in the first half of 1960. How greatly 
the October figures were affected by a labor dispute on 
the London docks is difficult to estimate. The Board of 
Trade reports that the strike is believed to have affected 


the October figure for exports more than that for im- 
ports; however, if there had been no delays in unloading, 
imports might have been higher than in recent months. 


The Times reports that the average monthly cost of 
imports, seasonally adjusted, increased from £371 mil- 
lion in the first quarter of 1960 to £376 million in the 
second and £384 million in the third; the adjusted figure 
for October is £385 million. The assumption made in 
the late spring that imports would begin to decline as 
industry finished building up stocks of imported mate- 
rials and components and as the first effects of the 
removal of import restrictions wore off, now appears to 
have been too optimistic. However, it is difficult to 
determine whether this is the result of a persistent 
demand for imported manufactured goods or of the 
sharp revival in the capital goods trades. 


A review in the Treasury’s latest Bulletin for Industry 
concludes that insufficient receipts from overseas con- 
tinue to be the main weak spot in the economy. It 
points to two particular problems: (1) Despite the 
abrupt fall in demand for consumer goods, pressures on 
the labor market have eased very little. The reason is 
that manufacturers have preferred to put most of their 
workers on short time, rather than dismiss them, with 
the result that companies in the capital goods industries, 
where demand is now rising sharply, cannot get enough 
workers to meet their needs. (2) Costs are beginning to 
edge upward again, which is a dangerous sign in the 
present state of export markets. 


The Times and The Financial Times, London, 
England, November 15, 1960. 


Sources: 


U.K. Inventories 


New statistics in the quarterly national income 
accounts of the United Kingdom show changes in inven- 
tories valued at 1954 prices and after seasonal adjust- 
ment. This new analysis suggests that inventory invest- 
ment was the only real expansionary force in the United 
Kingdom in the second quarter of 1960; private and 
public consumption and gross fixed capital formation, 
in real terms and adjusted for seasonal variation, 
changed little in that quarter. The increase in stocks 
and work in progress is reckoned to have been larger in 
the three months to June 1960 than ia any other quarter 
since 1957, the first year for which the statistics are 
available. The increase was concentrated on manufactur- 
ers’ stocks of materials and fuel, which rose by £43 mil- 
lion at 1954 prices; in particular, abnormally heavy 
imports of sheet steel in these months contributed to the 
general rise. There is little statistical evidence about what 
has been happening to stockbuilding since the middle of 
1960. The comprehensive monthly figures relate to retail 
stocks, which declined by only a little more than usual 
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between June and August. The Economist suggests that 
some decline from the high rate of stockbuilding in the 
earlier part of the year is to be expected. 

Source: The Economist, London, England, Novem- 
ber 5, 1960. 


Netherlands Funding of Short-Term Public Debi 

The Netherlands authorities, pursuing a policy of 
funding part of the short-term government debt, recently 
negotiated with the commercial banks a prolongation of 
the 8-year treasury certificates maturing January 1, 1962. 
In 1954, f. 400 million of these certificates were issued 
along with the same amount of 10-year and of 12-year 
certificates; the interest rates paid are 2%, 2%4, and 
2% per cent, respectively. A provisional agreement has 
been reached whereby the 8-year certificates will be 
converted, on maturity, into new 10-year certificates 
bearing 334 per cent interest. 
Source: De Tijd-Maasbode, Amsterdam, Netherlands, 

November 9, 1960. 


Norway's Balance of Payments 

Norway’s Minister of Trade, Mr. Arne Skaug, said 
in a recent speech that the countiy’s liquid holdings of 
foreign exchange had increased to about NKr 3 billion 
(US$420 million). The increase was due mainly to 
private and public borrowing abroad. Although pay- 
ments obligations in respect of orders for ships placed 
abroad were NKr 8.8 billion at the end of June, the 
present reserves of foreign exchange justified the recent 
easing of import restrictions (see this News Survey, 
Vol. XII, p. 368). For the current year, the goods and 
services account of the balance of payments is expected 
to be roughly in equilibrium; earlier, a deficit of 
NKr 380 million had been expected. However, there 
may be a deficit again in 1961, as a result mainly of 
imports of ships, but also of stockbuilding and of 
increasing imports of automobiles, television sets, and 
other new goods. The deficit might mean that, for the 
first time in six years, Norway’s foreign exchange re- 
serves would be reduced. Nevertheless, it is believed 
that present reserves, which are sufficient for imports 
for four or five months, are high enough to dispel 
any anxiety even if next year they should fall by 
NKr 400-500 million. 

The Minister predicted that Norway’s trade with the 
Eastern European countries would continue to decline. 
In the course of the 1950's, the share of these countries 
in total Norwegian foreign trade fell from about 10 per 
cent to 5 per cent. 


Source: Norges Handels og Sj@fartstidende, Oslo, Nor- 
way, October 29, 1960. 


Employment in Finland 

Employment in Finland continued satisfactory during 
the summer months, the number of unemployed remain- 
ing very low. For the first seven months of 1960, 
unemployment averaged 1.9 per cent of the labor force, 
against 2.6 per cent in the corresponding period of 1959. 

When compared with the first half of 1959, employ- 
ment in the first half of 1960 shows an increase of 
24 per cent in house building, 7 per cent in manufac- 
turing, and 17 per cent in forestry. These increases 
would not have been possible if Finland had not had a 
considerable reserve force of workers, especially in 
agriculture. During the first half of this year, the number 
of agricultural workers employed was 11 per cent less 
than a year earlier and 18 per cent less than two 
years earlier. 

Some seasonal unemployment is expected during the 
winter months, although it probably will be considerably 
less than last winter. Its extent will depend to a decisive 
degree on the extent of forestry work. In the past 
summer, the quantities felled were less than in the 
summer of 1959; but by August the labor force working 
in the forests was equal to that in August 1959. During 
the coming winter, fellings will in all probability exceed 
those of the winter of 1959-60. 

The official unemployment registers are not expected 
to be opened until the beginning of 1961, partly because 
of a change in employment policy introduced by an act 
passed in June. By this act, public works will henceforth 
be adapted more effectively to the seasonal variations in 
employment and will be used more widely as a pre- 
ventive against unemployment 
Source: Bank of Finland, Monthly Bulletin, Helsinki, 

Finland, October 1960. 


Liberalization of Dollar Imports in Italy 


The Italian Ministry of Commerce published on 
November 14 a new list of controlled imports from the 
dollar area; the liberalization rate is now 97 per cent, 
on the basis of 1959 data. For imports from OEEC 
countries, the liberalization rate is about 99 per cent. 

Imports from the United States increased sharply 
during the first nine months of 1960; they exceeded 
Italy’s exports to the United States by $200 million. 
Italy’s total trade deficit at the end of September was 
$781 million; imports in this period were 44 per cent 
more than in the first nine months of 1959, and exports 
increased by 32 per cent. 

Il Sole, November 12, 1960, and 24 Ore, 
November 20, 1960, Milan, Italy. 


Sources: 


Investments in Southern Italy 

The Ministerial Committee for Southern Italy has 
approved the program of the Cassa per il Mezzogiorno 
for the fiscal year 1960-61. Total expenditures in the 
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program amount to Lit 156 billion (US$250 million) 
for irrigation works and other agricultural improve- 
ments, roads and railroads, tourism facilities, schools, 
credits for industry, and other financial needs. 


Both the Instituto per la Riconstruzione Industriale 
(IRI) and the Ente Nazionale Idrocarburi (ENI) will 
devote special attention to industrialization in Southern 
Italy, where, according to the law of July 1957, a mini- 
mum of 40 per cent of the total investments of IRI and 
ENI must be made. Their main projects are an iron and 
steel plant in Taranto and power plants, including two 
nuclear-electrical plants. For the construction of an 
automobile factory near Naples, the European Invest- 
ment Bank has granted a loan of $5 million. Also, the 
European Investment Bank is considering a $16 million 
loan for a program to modernize sulphur mines in Sicily. 


Isveimer of Naples will open a new office in Milan to 
channel capital from the North into the South. During 
the first nine months of 1960, Isveimer granted loans 
of Lit 31 billion ($50 million); since it was formed 
in 1954, Isveimer has lent a total of Lit 141 billion 
($226 million). 


At the end of June 1960, the results of the Colombo 
Law of July 1959 establishing special financial condi- 
tions for small and medium-sized enterprises in the 
South proved to be inadequate. At the present rate, in- 
vestments during the two-year period covered by the 
Colombo Law will amount to Lit 300 billion ($480 mil- 
lion) or only two thirds of the target. A special com- 
mission in the Ministry of Industry has under study the 
possibility of extending to major undertakings the favor- 
able conditions applied to small and medium-sized 
enterprises. 


Sources: 24 Ore, Milan, Italy, September 20, Octo- 
ber 16 and 27, and November 1, 1960. 


German Short-Term Capital Abroad 


Following the reduction in the discount rate from 
5 per cent to 4 per cent, the Deutsche Bundesbank has 
abolished the 1.5 per cent premium on swap trans- 
actions in U.S. dollars for the financing of import 
and transit trade (see this News Survey, Vol. XII, 
pp. 488 and 541). From November 11, swap trans- 
actions and the premium are applicable only to exports 
of capital. 


Since that date some loans have been made by Ger- 
man banks, primarily in London and New York but 
also in some continental centers, for repayment in mid- 
December, when the funds will be needed to meet big 
tax payments and to build up the position for the end 
of the year. Including the swap premium, net returns 
of over 5 per cent a year are obtainable, which is about 


Ya per cent more than is being paid in the German 
market for funds for one month. 


There is little evidence that longer-term loans have 
been made; banks do not want to commit themselves 
beyond the turn of the year. January promises to be 
a difficult month for the German money market on 
account of special commitments to be covered then, 
including a special fund for aid to underdeveloped 
countries, which is to be financed by a loan from indus- 
try and from the sale of shares of the Volkswagen com- 
pany (see this News Survey, Vol. XII, pp. 295 and 391). 


Sources: Frankfurter Algemeine Zeitung, November 12, 
1960, and Blick durch die Wirtschaft, Novem- 
ber 18, 1960, Frankfurt am Main, Germany. 


U.S. Aid to Greece 


U.S. aid to Greece for the fiscal year 1960-61 has 
been fixed at $44.7 million, or $8.4 million more than 
in 1959-60. The aid for 1960-61 includes $20 million 
($25 million in 1959-60) of defense support in the 
form of freely usable procurement authorizations, 
$11 million ($5 million in 1959-60) representing the 
value of common-use items to be supplied by the 
United States to the Greek armed forces, and $13.7 mil- 
lion ($6.3 million in 1959-60) in the form of long-term 
loans, repayable in drachmas, for the purchase, under 
U.S. Public Law 480, of U.S. surplus farm products, 
such as wheat, corn, barley, and seed oil. These figures 
exclude gifts in kind from U.S. charitable organizations, 
technical assistance, and war materiel directly supplied 
by the United States to the Greek armed forces. 
Sources: Naftemboriki, Athens, Greece, November 8 

and 16, 1960. 


Far East 
Credit Policy in India 


The maintenance by scheduled banks in India of 
additional statutory reserves with the Reserve Bank 
(see this News Survey, Vol. XII, pp. 296 and 361) has 
been relaxed, with effect from November 11, 1960, with 
a view to assisting them to meet credit requirements in 
the ensuing busy season. The features of the relaxation 
are as follows: (1) The additional reserve requirement 
will be suspended in respect of increases in liabilities 
over the level on November 11, 1960; no further im- 
pounding of deposits will take place for the time being. 
(2) With effect from November 11, the additional 
reserve requirement will be reduced from 50 per cent to 
25 per cent, and this reduced requirement will be 
applied to increases in liabilities taking place since 
March 11, 1960; the deposits rendered surplus as a 
result of these modifications will be released to banks. 


Source: The Hindu, Madras, India, November 12, 1960. 
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Distribution of Income in India 


The Government of India’s Planning Commission has 
constituted a Committee on Income Distribution and 
Standards of Living. The Committee’s terms of refer- 
ence, which were indicated by the Prime Minister at the 
last meeting of the National Development Council, are 
to review changes in standards of living during the First 
and Second Five Year Plans; to study recent trends in 
the distribution of income and wealth; and, in particular, 
to ascertain the extent to which the operation of the 
economic system has resulted in the concentration of 
wealth and means of production. The Committee’s in- 
quiry will be at the expert level, its primary object being 
to ascertain what statistical and economic data are being 
gathered at present, to identify the gaps in the existing 
information, and to suggest steps for removing these 
deficiencies in the future. 


Source: Reserve Bank of India, Indian News Digest, 
Bombay, India, November 1, 1960. 


Program for Expansion of Coconut Plantations in Viet-Nam 


The Vietnamese Department of Agriculture has 
launched a four-year program to help to rejuvenate and 
increase coconut plantations. Coconut tree planters will 
be granted loans of VN$3,000 a hectare for replanting 
and of VN$12,000 a hectare for new plantings. The 
loans for replanting are reimbursable in three install- 
ments starting at the end of the fourth year, and the 
loans for new plantings in five installments, starting at 
the end of the seventh year. 


The rejuvenation of 20,000 hectares of old planta- 
tions has already started, and 12,950 hectares have been 
newly planted in provinces where vast expanses of land 
are still available. Existing plantations are located along 
the coastal plains of central Viet-Nam and in some 
southern provinces, but other regions are also suitable 
for the cultivation of coconut trees. Over half of the 
area already planted is part of old plantations which 
have been neglected during the war; mainly because of 
rudimentary methods of production the yield on these 
plantations is low, ranging from about 500 kilograms to 
700 kilograms of copra a hectare, whereas the normal 
yield is about 1-1.5 tons. 


After a period of 8-10 years, Viet-Nam expects to 
meet its domestic needs for copra and coconut oil and 
to have a sizable export surplus. Copra and coconut oil 
are easily exportable to Hong Kong and Singapore, and 
there are important markets in Europe. 


Source: Marchés Tropicaux et Mediterranéens, Paris, 
France, September 17, 1960. 


Korea's Rice Program for 1960 


Under the loan program for the 1960 rice crop, the 
Korean Government will make available hw 37.8 billion 
for 1.8 million suk (about 9 million bushels) of rice 
during the period from October 1960 through Janu- 
ary 1961. Under the 1959 program, loans granted were 
hw 26.2 billion for 1.4 million suk (about 7 million 
bushels). The 1960 plan calls for a loan of hw 21,000 a 
suk of rice (about 5 bushels), compared with the loan 
of hw 20,000 a suk under the 1959 program. According 
to the schedule for 1960, 70 per cent of the total loan 
will be made available by the end of 1960 (30 per cent 
of the total loan was granted by the end of 1959), and 
the remaining 30 per cent by the end of January 1961. 


According to the agreement between the Korean 
authorities and the U.S. operations mission, the funds 
for the 1960 loan will be obtained from sales by the 
Government of foreign exchange (hw 10 billion), the 
grain management special account (hw 11.2 billion), 
counterpart funds (hw 7 billion), and overdrafts on the 
Bank of Korea (hw 9.6 billion). About 88 per cent of 
the rice lien loans granted under the 1959 program 
were repaid by the end of August 1960; the remainder 
were due to be repaid by the end of September 1960. 


The Korean Republic, Seoul, Korea, Au- 
gust 31 and October 3, 1960. 


Sources: 


Korean Restrictions on Tungsten 


Korea’s Ministry of Commerce and Industry on 
November 7 lifted restrictions on the mining of tungsten 
and the export of tungsten products to all countries, 
except to those in the communist bloc. Under the restric- 
tions, which had been in effect since February 1959, the 
Government had controlled the production of tungsten, 
and exporters of tungsten products had been required to 
obtain government approval before making shipments. 
Tungsten is the most important of Korea’s exports, 
accounting for 17-18 per cent of total export earnings 
in 1959 and in the first seven months of 1960. 


Bank of Korea, Monthly Statistical Review, 
October 1960, and The Korean Republic, 
November 8, 1960, Seoul, Korea. 


Sources: 


Capital Inflow into Japan 


The inflow of short-term dollar funds into Japan has 
been speeded up by a sharp increase in the amount of 
unsecured dollar loans supplied by foreign banks to 
Japanese banks. The total value of such loans to Jap- 
anese exchange banks exceeded $100 million on No- 
vember 10; the value had been $54 million at the end 
of August 1960. The increase was facilitated by the 
removal by the Japanese Government on August 31 of 
the quantitative restrictions on such loans, so that 
Japanese banks might borrow freely within the lines of 
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credit granted them by foreign banks. Prior to this 
move, Japanese banks which had no branch offices in 
London and were therefore unable to receive the so- 
called Euro-dollar deposits (see this News Survey, 
Vol. XII, p. 569) could not take full advantage of the 
nonresident Free Yen Accounts introduced on July 1 
(see this News Survey, Vol. XII, p. 385). 


The inflow of short-term funds is due largely to 
Japan’s steadily improving balance of payments posi- 
tion, its growing shortage of funds for trade and eco- 
nomic expansion, and its high interest rates. However, 
Japanese exchange banks report that Euro-dollar 
deposits started to level off after attaining a peak of $228 
million in October. The banks now fear that part of these 
deposits may be withdrawn soon because some European 
banks may wish to improve their year-end balance 
sheets. This has caused those banks which in the past 
depended mainly on Euro-dollar deposits to seek also 
unsecured loans from U.S. banks. The banks expect that 
the dollar loans will continue to increase, because some 
Japanese banks are believed to have ample margins in 
the lines of credit extended to them. One element in the 
situation is the recent extension from three to four 
months of the duration of short-term foreign exchange 
loans to finance Japanese imports. This would increase 
the requirements for funds of some Japanese banks 
engaged in financing imports. Seasonal requirements for 
funds at the end of the year would be another factor 
likely to cause Japanese banks to borrow as much as 
possible, particularly in overseas markets, where interest 
rates are substantially lower than Japanese rates. 


Source: The Journal of Commerce, New York, N.Y.., 
November 17, 1960. 


Canada 
Industrial Production in Canada 


Industrial production in Canada rose in September 
for the second consecutive month; the increase amounted 
to 1.1 per cent. The seasonally adjusted index was 
about 3.3 per cent below the peak attained in January. 
Production had risen about 1 per cent in August, after 
having declined irregularly since early in the year. 


Output of durable manufactured products in Septem- 
ber continued the advance begun in August by increasing 
a further 2.7 per cent. The gain reflected primarily the 
higher output of motor vehicles. Production of non- 
durable goods rose less than 1 per cent in September; 
there were marginal declines in mining (0.4 per cent) 
and in utilities (0.1 per cent). 


A comparison of the third quarter of 1960 with the 
second quarter of the year (seasonally adjusted basis) 
shows decreases of 0.8 per cent in total industrial pro- 
duction, 1.8 per cent in mining, 1.3 per cent in manu- 


facturing, 0.5 per cent in nondurable goods output, and 
2.3 per cent in durable goods production; for electric 
power and gas utilities, there was an increase of 
4.8 per cent. 


Source: Dominion Bureau of Statistics, Daily Bulletin, 
Ottawa, Canada, November 18, 1960. 


Latin America 
Tax Measures in Cuba 


The Cuban Government has enacted new tax legis- 
lation, designed to increase annual revenue collections 
from 440 million pesos to 700 million pesos. The tax 
increases will affect chiefly profits of commercial and 
industrial enterprises and business earnings in general. 
A tax rate of 40 per cent will be levied on profits of 
50,000 pesos or less. For profits in excess of that 
amount, the rate will be 60 per cent. Expenditures in 
1961 are estimated at 1 billion pesos. 


Source: Banco Nacional de Comercio Exterior, S.A.., 
Comercio Exterior de México, Mexico, D.F., 
November 1960. 


Panamanian Membership in Central American Common Market 
Panama has announced that it is planning to join the 
Central American common market and to expand the 
Colén Free Zone by providing it with its own docks. 
In this way, Panama hopes to strengthen its position as 
the distribution center for Central America. A prelimi- 
nary agreement for the common market has already 
been signed by El Salvador, Guatemala, Honduras, and 
Nicaragua (see this News Survey, Vol. XII, p. 347), 
with Costa Rica described as ready to join when 
Panama does. The announcement of Panama’s plans 
was made by the Vice-President of the Republic, 
Mr. José Bazan, who has been named General Manager 
of the Colén Free Zone. He stated that his country will 
spend $3 million in a “crash program” to enlarge the 
Free Zone by 40 acres within the next year. 
Source: The Journal of Commerce, New York, N.Y.., 
November 22, 1960. 


Petroleum Production in Colombia 


Petroleum production in Colombia has increased 
steadily during the last year and a half; at present, the 
annual rate of output exceeds 8 million metric tons. 
Several important new oilfields were discovered recently. 
Since domestic consumption, which is estimated at 
2.2 million metric tons a year, is increasing very slowly, 
larger amounts of crude oil will be available for export 
in the future. 


Source: Banco Nacional de Comercio Exterior, S.A., 
Comercio Exterior de México, Mexico, D.F.., 
November 1960. 
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Other Countries 
Aluminum Projects in Australia and New Zealand 


The Consolidated Zinc Corporation of Australia and 
the Kaiser Aluminum Corporation of the United States 
have announced agreement on a joint £A 125 million 
plan for developing the aluminum industry in both 
Australia and New Zealand during the next six years. 
A new Australian company, in which each corporation 
will have a 50 per cent interest, plans to develop the 
vast bauxite resources at Weipa, North Queensland, to 
construct a 360,000-ton refinery there, and to expand 
the capacity of the aluminum reduction works in 
Tasmania from 12,000 to 28,000 tons a year. For New 
Zealand, the plan is to develop a hydroelectric power 
source—which will have an initial output of 280,000 kw 
and to construct at Invercargill, Southland, about 
80 miles from the hydroelectric station, a smelter with 
a production capacity of 120,000 tons a year. 


The agreement between the Consolidated Zinc Cor- 
poration and the New Zealand Government provides 
that, while New Zealand is not committed to any capital 
expenditure, all fixed assets, including tunnels, dams, 
and power houses, will revert to the State at the termi- 
nation of the agreement. 


Sources: The Financial Times, London, England, No- 
vember 21 and 25, 1960. 


Gold Production in South Africa 


Gold production in South Africa during the first nine 
months of 1960 totaled 15,982,419 fine ounces, valued 
at £199.6 million, compared with 14,894,979 fine 
ounces, valued at £185.6 million, in the same period 
of 1959. Output in September (1,810,314 fine ounces 
worth £22.6 million) was slightly less than in August, 
mainly as a result of a shorter working month. Daily 
output, however, increased from 67,240 fine ounces in 
August to 69,628 fine ounces in September. 


The number of native laborers in the gold mines 
declined steadily, from 388,860 at the end of March 
to 369,751 at the end of September, and this trend is 
expected to continue until December. 


Source: The Standard Bank of South Africa Limited, 
The Standard Bank Review, London, England, 
November 1960. 


Agreement on Volta River Aluminum Smelter 


According to a statement from President Nkrumah’s 
office in Accra, agreement has been reached between 
the Ghana Government and a consortium of aluminum 
producers for the construction of an aluminum smelter, 


estimated to cost £57 million. The smelter forms an 

integral part of the Volta River scheme (see this News 

Survey, Vol. XII, p. 492). 

Source: The Financial Times, London, England, No- 
vember 18, 1960. 


Prospects for Oil in Nigeria 


Negotiations have been concluded between the 
Nigerian Government and the Shell-B.P. Nigeria on the 
construction of an oil refinery. The plant will probably 
be established at Port Harcourt at a cost of £12 million; 
output of refined products will be about 1 million tons 
a year. Under the terms of the original lease for the 
exploration of oil in Nigeria, the company undertook to 
discuss the possibility of erecting a refinery once crude 
oil output sustained an annual rate of 500,000 tons for 
a period of six months. This rate was passed some 
time ago. 

Although the present target figure for oil production 
in 1970 is 200,000 barrels daily (about 10 million tons 
annually ), optimistic views now hold it conceivable that 
production of 300,000 barrels daily (about 15 million 
tons annually) may be reached by 1965. The main 
obstacles are generally difficult terrain, much of it salt 
swamp, and the absence of a Nigerian deepwater port. 
It is believed, however, that the higher output might be 
achieved with increased investments in pipelines and 
increased expenditure on dredging. The amounts in- 
volved in these improvements are said to be of the order 
of £20-30 million over a period of a few years, in 
addition to the company’s present annual investment 
of £15 million. 

On what now appears within the realms of the pos- 
sible, annual government receipts from the company in 
rents, royalties, and income tax might rise to about 
£15 million in 1965. On the original targets, the Govern- 
ment is due to receive about £3 million in 1962. 


Sources: The Financial Times, November 16, 1960, 
and The Times, November 25, 1960, London, 
England. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 
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